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| Deci.,ion No 4.-..458

o BBFQP.B.&THE: PU’BL‘IC?UQ?IL'ITIES- comssxon OF TEE STATE OF CALIFORVIA

~

. In tb.e Matter of the Applica’cion of
. General Telephone Company 0f Cali-
fornla for Authority to Issue.and.
. 8e11150,000 . Shares. of its Cumalative
. Preferred Stock, $20: Par Value, 5% :
L X9LT Scrie..-,,'"' without compctitive
bidd.mg. T

Application =
No. 34905

1N NS e A

_mr_x_ea, ...2_; fOI‘ Applicant

| General Telephonc Company Of Califomia has filed this .
appllcation for aumor:.za‘cion to issue and sell 150,000 °ha.:res
($3,000 OOO par m.lue) of its Curmlative Preferred Stoclc, $2O Par
Value, 5% 1947 Series. '

'Ihe a.pplic ion was filed with the Commission on Noven-
 ber 25 1953, and cane. up foxr public hearing before Comniseioncr
M{ tchell and Examiner Coleman n.n San Franeisco on Decemb'.r 14, 1953,

-at wmch time thc matter was: ta.ken undcr oubm.ission.

~ The purpose'.of“ the'propo ed financing 13 1o provide appli-ﬁ
cant wi‘c.h funds to pay for the acqu:.sition of property, for the
conetruction, compleulon, extcmsion md/or improvememt oi‘ fac:!.l:x.tiev |
and/or for the imp:-ovement and maintcm..ncc of *ervice, :t‘or tb.e dis-
charge of indebtednc.,s to banks which may have been inéurred at the '
tine of the sale of ..a.id shhres of stock and/or for the reimbur.:e— |
mcm: of the treasx.ry. _ Applicant reports that dur:Lng 1954 it will be"‘
callcd upon “to cxpemd Asubstantial sums for additions to its p.a.ant and
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in Exhibit B it sets fortb. thc amounts of its estimated expendimree

and. thc ;ourcee of mnds as follows., _

Additions to plant -
CBuildings ik
Central off:.ce «.quipment

~ Station: equipment .
. Qutsider plant
Frmcb.ises, right ot w...y, :
~land md general equip- :
, -ment
S Work :’x.n progress

‘Iot a.'l.

Sources of i\mds -
From. opor(_tion.» -
Decrease in working capita.’l.
S‘.:Lvago recovcrios, dona- :
~tlons, retes, Lol
Issue of! socuri‘des‘ -
.Common.’ stock: '
Preferred s*bock
Bondo PR
- Less-expense: of issue

Total',

$ 3,514,800

10,340,700
8,990,800
10, 057,500.'

¢

l 251,900- L
E 586,100

| $ 8 2, 9 781« '
3} 3}969

4,901,000 -
12, ooo 000 .

3,000,000
S, oog 5000, .

0,141,800

It ha., bcon applicmt's prac’cice to iseue bonds and .,hares‘

of both preferrod and common stock” to finance itc- capital ¢costs. A't:

the close of Oc‘cober, 1953, it had outstanding $59, 618, OOO in

pr:.ncipal anount of flrst mor'cgagc bonds 'of seven series, booring

interest at rates ranging from 2—7/87 to 3-3/4%, $30, 360 ‘720 of

prei’c.r:-ed stoclc of 'cwo .,erie

namcly, the 4=1/ 2% and the 5% 1947

sericg, and $39, 660 7'75 of common stock. Its copital ra'cios as.of

October 31, 1953, and as adjusted to give effect to the proposed

preferred ...tock offering and to the issue of cer’bain ..harev of

corznon. - .,tock hex-etofore c.umorizcd are as follows.

Qct-31.1953 _AEL_JZEB&

Bonds . Ldye 27% 42.36%
Preferred stock R2.55 R3.70
Comon stock equity 33.18 33:94

_motals- 100.00% 100 00%

-
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‘The issue of the preferred sheres will constitutc the ,fi'rst :
step in applicant’s -l9=54 i;écurity offerings. It is noted from the
3 , ‘preccding sto.toment oi‘ sourceg of funds thg.t applicant is contemplat- -

o ing .,ell‘ing $9,000 OOO oi‘ bonds in 1954 «nd 512 OOO OOO of common

, stocl:.

Subject to fecoiving authorization from the Commisoioxi, |
epplicant plans to dalspose of its shares of preferredw_.stock by means
of 2 negotiated sale and accordingly it requests the Commission to
exenpt the offering from its compcti‘tive bidding rulc. Tectimony
' offered in e1.1p;:>o:c~1: of this request shows ' that in November, 194’7
: applicant solicited bids for the sale of 150 000 . sharcs of it.: 5‘7 |
- preferred stock tha.t no vids were recelved and that later in: 1947 onc.
thercafter in each following year applicamt was mcce*si‘ul in di..po.,—_
ing o“ proi‘erred stoclc ofrcring under negotiated arrmgements. 1t
'appears that applicmt has «old its proferred .,hc..rcs, at prices
substantlally the same o.s prevailmg market prices, under and pur-*uant
to the teme of underwriting agrcemont., granting u.nderwzitcrs the'

, option to purcha e sharcs from timc to. time within specii‘ied periods
for reso.le to the public. :

Applicant, as‘serts that as a result of tn'e‘optioh /ar'z"ange- o
nents for selling its-‘sha'.rce it has obtained bctter:':rices’than" it -
‘woulc’. have obta:.ned unc’er an out*izht ...alc., either competitive or
negotiated o.nd that its seles hg.ve been spread over a longcr time,
tb.ue eliminating to some. extent thc accumulation of idle i‘unds, and- |
that the issucs h;.ve beon placed largely in applicant's service q.reas _
and’ with individuals rather than with insti'cution.,." It appears in o
. generol that the same underwritors have handled the scveral trans-
‘.’_ctlons in the past and that it is contemplated thc_,r will do so in

, tb.e oreoont i‘inancing and under sim:' lar torms.
! F‘nom 2 reviéw' of this matter it clearly appears. tbat |
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| "--fopplicant hav been a.ble to finance Iteelf undor satisfuctory terms in '5 "
the pnst - and with no-acverse effcct on the public, and; ,.ccordingly
we sce no reason for witb.holding authorization from At to continue
_with itc financing at this, time' under sinilar arrangements. It ap-(‘ -
pearf thnt thero ia now an available marlcet for npplicant’s sb.nres of

prei‘crred stock and in our opinion npplicant should ‘.vail itself of
the pre..,ent 0 pporumity £o soll it.: sharcs.

Applicant is. not in 2 position a‘c this time to indicatc tho
,pnce at which it will sell it., shares and o.ccordingly it now" °eeks
only a preliminnry order. At 2 later d..tc 1t will file a suppiementci
' _app’licapion setting forth‘the agreed’ price ‘and_, me»t,e:ms: oi;ltne .,a_le. |

Q.BP..E....

A pu‘nlic hearing hnving been held on tb.e above ontitled
mafter, and the Commis sion having consicdered the evidenco and bcin~ of
‘the opinion ‘ch..t the application sb.ou.ld ‘oe grantec., as. herein pro-
vided, th:t ‘che money, p::-oper?:._,r or labor to be procurcd or paic’ fo* '
- by the issue oi‘ tne stock hercin authorized is reaeono.bly required by |
applicmt :Cor the purposes snocified hercin and tha‘c such.: pur'ooses
: ,.re not in whole oxr in pnrt rcason...bly chargeable to ooerating

- expmces or to income, thereforo,
'IT Is_,aznmx:‘vonomm as.-fon?ows:

v_l. Ct’he iSS'llu nd so.lc ‘oy Genor,..l Telephone Company Of Cali- '
I‘omin of lS0,000 sb.are4~ of Cumul tive Prefer*ed Stock,, $20 Par Value,
| 5% 1947 Serie ‘ hcreby i exempted. i‘rom the Commission’s comoetitive
bidding rule .,c.’c forth in Decision No. 38614, cated J e.nuary 15, 1946
| ‘provided applican‘c roceivcs i‘or said shares a pricc sntisi‘actory to

“che Conmission. ‘
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2. Genero.l Tclephone Company of Cdifomia, after the

‘efi‘ective date hereof and on or beforo June 30 1954, may issue and

"sell said .1.50 OOO share.; at a price to be rixod in a supplemmtal

3. General Telephone Conpany of Ca.lifomio sha.ll use the
proceeds to be received i‘rom the issue and sJ.e of s..id shares for

the purposef set for‘ch. in this application.

Lo The authority herein granted ‘co issue and sell sha.rcs of
prefcrred stock w:I.ll bccome effoctive whon the Commission by supple—
. 'ncn..al order has fixed t.he price at which they may ‘oe sold. . In other

pect.,, ‘chc au‘chority h.ercin granted. is effective upon the date
'b.crcoi‘ | | | | | ‘

5. Gemeral Telephone Company Of Ca.lifomia shall file with |
thc Commi°sion, a2s soon as ave:!.lablo, three copies of i'c<' pro pectus
od 2 report .,how:.ng the names of those. to whom said .;ha:cc were ,old

' "chc numbcr of shares. sold te each and the consioeration received. o

Du'th- at San Frmcisco, Califomn.a, this Z day of
Dccembcr, 1953-

g 2 >

Prcsiden‘c ‘_ g ’




